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Rebuttal Testimony of Lon Huber
Value of Solar
Docket No. E-00000J-14-0023

Q.
A

Do you have any major new issues to introduce in your Rebuttal Testimony?
No, however, there is one issue area | identified in the testimony of other intervenors

that concerns RUCO and | would like to address in this response.

What issue area is of concern to RUCO?

RUCO is concerned by the prospect of only examining the value of energy that
distributed PV systems export to the grid. Certain parties to this proceeding have
advocated that this docket should be limited solely to the value of exported energy, not

the full output of the DG system.

What are the implications of examining exports only?

Limiting the scope of this proceeding to exports would significantly reduce both the
information collected by the Commission and the policy options that the Commission
could consider. Moreover, limiting the scope to exports only increases the likelihood
that there will ultimately be different compensation levels for energy consumed on site

and energy exported to the grid. This is problematic for a variety of reasons.

Please explain some of the reasons this would be problematic.

First, RUCO believes that the Commission should have all the data and policy options
available to create sound solar policy. Second, by examining exports only, the
Commission would be declaring, by implication, that the prevailing retail rate is an
appropriate price for compensating a major portion of a PV system’s output. In fact,

on-site consumption often represents around 50% of a system’s production on

1
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average. This means that any policy option adopted under an export-only framework
will only address one half of a typical PV system’s output. In order to address the
second half (i.e. self-consumption) the Commission would have to undertake a general
rate case. This would create a complex, bifurcated policy framework to address what
RUCO believes is a singular policy issue. Furthermore, several stakeholders, including
the ACC Staff, have recently taken the position that retail rate design changes,
necessitated by a small subset of technology adopting residential customers, should
be applied equally to every residential ratepayer (Docket No. E-04204A-15-0142 UNS
Energy Rate Case, Direct Testimony of Thomas M. Broderick, Page 1 Line 20). This
means that if the Commission seeks to address compensation for the other 50% of a
PV system’s output it would have to do so in a way that could have significant impacts
on hundreds of thousands of ratepayers without solar. Finally, general rate design is a
blunt policy instrument with a long timetable for change and is unable to respond
quickly or precisely to the rapidly changing circumstances in the DG marketplace.
Thus, relegating part of this proceeding to a general rate case thus would forgo the
ability to capture additional value from DG that could arise due to near term price

declines of DG technologies. Ultimately, this means higher costs for all ratepayers.

Does RUCO believe that changing the rate design for every customer in order to
address DG-related issues represents a sensible long-term approach?

No. In fact, if the Commission were to apply this approach in subsequent ratemaking
decisions, it could undoubtedly lead to very harmful consequences for customers. For

example, it is conceivable that within 10 years a solar “plus” storage technology

2
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1 product could become widely available and would be able to erase most of a
2 customer’s grid energy consumption except for a few peak summer hours when AC
3 load is the highest. RUCO wonders what the Commission’s policy response would be
4 to such a development. For example, one possible outcome consistent with Staff's
5 current approach would be to change every customer’s rate plan to have near
6 wholesale pricing for 98% of a year's hours and then charge around $100 per peak
7 day during the summer. While this might work for some customers, this type of pricing
8 would likely be strongly rejected by many customer segments and create financial
9 problems for the Company. Instead, RUCO believes that Arizona should strive to
10 create fair and transparent rate design changes that treat DG customers as a unique
11 customer segment.
12

13 | Q. Are there other issues with a pricing differential between self-consumption and

14 exports?

15 | A. Yes. First, there is no sound economic or technical justification (at this stage of solar
16 penetration in Arizona) to value self-consumption substantially different than exports.
17 For example, why would self-consumption be compensated at 10 cents/kWh and
18 exports at 5 cents/lkWh? While there may be policy reasons for this type of pricing
19 discrepancy, especially when other DG rate options exists alongside it, the electrons
20 are the same and the distances traveled are both likely very short.

21
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Q.

Would it generally be good for ratepayers to apply a different approach to
valuing exports and on-site consumption?

It depends on the specifics; but in general, having a sizable differential in compensation
for exports and on-site consumption will make a customer’s decision to evaluate solar
much more complicated and the saving projections more uncertain. The installer will
also have many more hurdles to selling systems. Absent other policy options, this will

likely increase the cost of rooftop solar in Arizona.

Please explain the potential difficulties for prospective solar customers in more
detail.

To begin, the exact timing of when exports occur would become a key consideration.
If the compensation price for this energy approximates its value in real-time, then trying
to understand the value proposition of solar would be extremely difficult. Long term
metering would need to be put in place and if solar was to be installed, the customer
would have to be careful in changing usage patterns even if it was a conservation
related behavior change. On a monthly basis, it is still somewhat complicated but less
so. Under both situations a significant portion of the value proposition of solar would

be dependent on an ever changing unknown of customer load patterns.

Are there rate designs that could send appropriate price signals for both on-site
consumption and exports, but are easier to understand?
Yes. For example, one sensible option would be to use a DG specific seasonal on/off

peak TOU rate design. This would send accurate price signals to both exports and
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self-consumption without being reliant on complicated load metering and export ratio

calculations.

If it is more complicated and lacks sound justification, why are some parties
proposing to differentiate between self-consumption and exports?
Some parties have argued that DG solar is just like energy efficiency and therefore

any self-consumption should be treated similarly to an energy efficiency measure.

Is energy efficiency the same as self-consumed distributed generation?
Energy efficiency is not the same as distributed generation solar. There are similarities
but as my direct testimony stated, starting on page 10, there are key differences. This

can manifest both in technology impacts and intra class equities.

Do you have an example to illustrate this difference?

Using the methodology published in APS’ most recent Technical Reference Manual
for Energy Efficiency Programs’ | calculated that replacing a typical 60W lightbulb with
an LED bulb yields approximately 41 kWh of energy savings over the course of a year.
Thus, even if a homeowner were to replace every single light in his or her home with
a cutting edge LED, it would only yield about 1,858 kWh in total energy savings.? This
represents only a small fraction (<20%) of the annual energy produced from a typical

6.5 kW rooftop PV system, which | estimate to be about 11,700 kWh per year.? Most

! http://images.edocket.azcc.gov/docketpdf/0000162231.pdf
2 Assumes replacement of 45 bulbs, which is the total number of lighting sockets in a typical home.
3 Assumes a typical rooftop PV system produces 1800 kWh-ac/kW-dc, and is sized at 6.5kW-dc.

5
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1 importantly, if one of the various 45 bulbs fails, customer load would decrease. In

2 contrast, if a customer’s PV system failed, it would cause load to increase substantially. 3
3

4 | Q. Does that conclude your testimony?

Yes.
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